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Crystal River FGD & SCR 

. 

Project 
Progress Energy Bid Review 

October 3,2007 

In an effort to understand and evaluate Zachry’s estimate for the Crystal River FGD & 
SCR project, Progress Energy conducted a thorough review of the estimate, using both 
inside and outside resources. An independent engineering firm, Bibb & Associates, was 
used to create an independent estimate for the project and assisted with a comparison I 
reconciliation of the estimate with Zachry’s estimate. Progress Energy also used it’s in- 
house estimating staff to assist in the estimate evaluation and helped resolve 
discrepancies and overruns. The following document will outline this effort and further 
define the associated cost reductions resulting from this process. 

Estimate Summary: 
The following table break’s down Zachry’s estimate at various stages of the project, 

12Jul-07 24-Aug-07 6-Sep-07 28-Sep-07 Estimate Breakdown March-07 
Total Direct 
Total Indirect 
Project Total r 
Attached is a more detailed breakdown the estimate revisions along with brief 
descriptions of the change. (Attachment A) 

*Please note that we have yet to receive a final estimate breakdown for the 28-Sep-07 
proposal so the breakdown for this section is a approximation. 

Ouantity Review: 
As stated above, Progress Energy contracted Bibb & Associates, a Kansas City based 
engineering company, to create an independent estimate for the Crystal River Project 
FGD & SCR project. At the completion of Bibb’s independent estimate, an estimate 
comparison was conducted in an effort to understand and reconcile the quantity 
differences between the two estimates. Several areas were found in which the delta 
between the two estimates was significant and needed to be reviewed. Progress Energy 
requested Zachry to review these areas of discrepancy. Following Zachry’s review, they 
decreased the quantities in those areas including excavation and backfill. At the end of 
this effort, the majority of Bibb’s quantities were in line with the quantities that Zachry 
had included in their revised estimate, with the exception of electrical. An additional 
meeting was held in an effort to understand the differences between the two estimates. 
At the conclusion of the meeting it was determined that the majority of the difference 
between the two estimates were accounted for because Bibb made some estimating 
assumptions that proved to be incorrect based on the latest specifications. 

Unit Rate Comparison: 
Progress Energy reviewed Zachry’s unit rates by comparing them to Bibb’s unit rates, as 
well as had PE’s estimating department compare the rates to the rates that are currently 
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being achieved in the industry on similar projects. In summation, the unit rates that 
Zachry used were in line with what is currently being achieved in the industry. 

Attached is a list showing some of the unit rates for the major areas: (Attachment B) 

Material Pricing: 
Progress Energy used the check estimate completed by Bibb, along with other 
information collected from other on-going projects to check the material pricing used in 
Zachry’s estimate. In general, the material pricing was reasonable. Additional questions 
were raised in the areas of; concrete, piers, insulation/lagging, buildings, urea system and 
material handling. Following this review, Zachry reduced several of the areas in 
question. 

Attachment A and C contains an overall summary of the changes. 

Construction Eauipment: 
Progress Energy reviewed the Equipment Plan provided by Zachry. Their plan included 
all the major pieces of construction equipment and the estimated durations of use. In 
reviewing the equipment plan and overlaying it on the schedule, the overall equipment 
plan was in line with expectations. An overall equipment $/Direct MH comparison was 
also calculated and compared with the industrv rates seen for similar t w e  moiects. A 

- 1  A _I 

rate of - was calculated using Zachry’s estimate, which is in line with 
similar projects. 

i 

Construction Management: 
Progress Energy reviewed the Construction Management Plan provided by Zachry and 
compared it to the CM plan used on current, ongoing projects. In summary, the staffing 
plan Zachry proposes to use on the project was consistent with what would be expected 
on this type of project. Also, when comparing the ratio of Direct Craft MH’s / CM MH’s 
to what is typical in the industry, the ratio is - which is in line with what is seen in the 
industry. (Please note that this calculation includes the Field Engineering and Startup 
man-hours that are in the Bums & MacDonald estimate.) 

2 

Contingency & Escalation: 
Another area of focus was on the contingency and escalation included in Zachry’s 
estimate. After reviewing the estimate we believed that the levels of contingency and 
escalation used in the estimate were somewhat higher than the industry norm. Progress 
Energy requested additional information regarding how Zachry came up with the levels 
of Contingency and Escalation used in the estimate. Discussions were held and in the 
end, Zachry agreed to lower the amounts used. The following are the current percentages 
of contingency and escalation: 

Contingency: 
Escalation: - -* 
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Tax e s : 
Many discussions were held regarding taxation of the Crystal River project. In the end, 
all parties agreed that only the non permanent plant materialsand equipment would be 
taxed. 'This resulted in a net reduction in the estimate of- from the previous 
estimate. - 

Overhead & Profit 
Zachrv's OH&P are as follows: 

G&A:- 
Fee:- 

When comparing these rates against today's market conditions these rates are reasonable 
and in line with what we would expect to see. 

Other Attachments 

Negotiation Log (Attachment D) 
Estimate Question Log and Responses: (Attachment C) 

Pier Quantity R&O (Attachment E) 
Independent Level 1.5 Schedule and FTE Curve (Attachment F) An independent 
schedule was created to verify Zachry's risk of making the proposed schedule and 
verifying the Craft Staffing Plan. 

2 
-3 
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’ Crystal River FGD 8 SCR Project 
Attachment A 
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Crystal River FGD & SCR Project- Unit Rate Analysis 
Attachment B 

Div 0- Civil I Site work 
Description UM 

Pier 
Structural Excavation / Backfill 
Duct Demo 
Pipe Demo 
Insulation Demo 

EA 
CY 
TNS 
LF 
SF 

Div 1 - Concrete 
Concrete CY 

Zac h ry 
Qty MH Unit Rate 

Div 2- Buildings I Structural Steel 
Steel TNS 

Div 3- Piping 
Pipe LF 

Div 4- Mechanical Equipment 
Duct 
ID Fans 
SCR 
Absorber 
Air Heater 

Div 5- Electrical 
600V Control Cable 
600V Power Cable 
Abv 600V Power Cable 
Instrument Cable 
Cable Bus 
600V Control Terminations 
600V Power Terminations 
Abv 600V Terminations 
Instrument Terminations 
Cable Tray 
Conduit 
Ground in g 
Heat Trace 

Div 6- Instrumentation I Controls 

Div 7- Insulation I Painting 
Paint 
Insulation 

10/4/2007 
‘i 

TNS 
EA 
EA 
TNS 
EA 

LF 
LF 
LF 
LF 
LF 
EA 
EA 
EA 
EA 
LF 
LF 
LF 
LF 

SF 
SF 
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